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PERSPECTIVES 


S. AVERAGE FARMLAND VALUES increased by 2 percent in 1990. 


On January 1, 1991, the value of farmland (including buildings) averaged $682 per acre, 
14 percent above the 1987 low but still 17 percent below the record of $823 reached in 
1982. Farmland values nationwide fell by more than 27 percent from 1982 to 1987, during 
the farm recession. (For detailed data on farmland values by State and region, see the 
table on page 18.) 


“A sustained recovery of real farmland values has not yet occurred,” says economist 
Roger Hexem of USDA's Economic Research Service (ERS). “The gains in nominal 
farmland values have been partially offset by inflation rates of 3 to 4 percent in recent 
years.” 


With inflation of just over 4 percent in 1990, the real value of U.S. farmland dropped 2 
percent below the year-earlier level and remained 46 percent below the inflation-adjusted 
peak of nearly 10 years ago. 


Record high net farm income and crop and livestock receipts last year bolstered 
farmland values. Net cash income, as well, was just slightly below the 1988 record. The 
financial position of U.S. farmers was strengthened further when farm debt edged lower, 
continuing a decline that began in 1984. 


Some regions of the country registered relatively strong increases in nominal farmland 
values, even though the national average gain was modest, Hexem notes. Values were 
up 8 percent in the Lake States, 7 percent in the Mountain States, 4 percent in the Pacific 
Region, 3 percent in both the Corn Belt and the Northern Plains, and 2 percent in the 
Delta States. The largest regional losses were 5 percent in Appalachia and 3 percent in 
the Southern Plains. 


By States, the biggest nominal gains last year were in New Mexico with 17 percent, 
Colorado 15 percent, Nevada 13 percent, and Michigan, Minnesota, North Dakota, and 
Arizona, each 8 percent. The biggest declines were in Virginia with 15 percent, Maryland 
9 percent, and Alabama 6 percent. 


investor interest in farmland for nonagricultural uses was lower in 1990, partly because 
of the general economic slowdown, Hexem says. This was especially true near urban 
areas. 


The estimates of farmland values come from the annual Agricultural Land Values 
Survey that is conducted near the beginning of each year for ERS by USDA's National 
Agricultural Statistics Service. 


The farmers and ranchers surveyed are asked to estimate the average value of farmland 
in their home counties—"the value at which farm or ranch land could be sold, (at) full 
market value, including the influence of nonagricultural factors." 


Cash rents for cropland in 1991 are expected to be close to 1990 levels in most regions, 
the analyst says, but higher rents are expected in the Delta States. Pasture rents are 
likely to remain near 1990 levels in most areas. 


— Jack Harrison 
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Food Programs Continue Expanding by Priscilla B. Glynn 


Domestic food assistance programs have been expanding steadily, and 
covered 39 million people in 1990. The total annual costs are expected to 
reach $27.6 billion this year, nearly double the 1980 figure. 


Soviets Trim Farm Exports in an Unstable Economy by Kathryn Zeimetz 


U.S. farm exports to the Soviet Union are likely to decrease by more than a 
third in fiscal 1991, as the Soviet food economy remains in a highly unstable 
condition. Fiscal 1990 Soviet purchases of U.S. farm products were 9 percent 
below the record high of the previous year. 


U.S. Farmers Grow Ginseng for Asians by Caro/ Lee Morgan 
Farmers in one Wisconsin county earned about $70 million last year growing 
ginseng for shipment to China and other Asian countries. The difficult-to-grow 
root crop has been touted for thousands of years in several cultures as a 
treatment for many ailments. 


Three-Fourths of Farmers Have Nonfarm Income by Caro/ Lee Morgan 


Part-time farming in this country has increased substantially over the last 20 
years. About 75 percent of all farm operators had off-farm income in 1988. 
Decisions by farm family members to take off-farm jobs are based on a variety 
of factors. 
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Food Programs 
Continue Expanding 


JF savicnes during the Great Depres- 
sion of the 1930's, domestic food 
assistance programs have grown in the 
intervening decades and covered 39 million 
people a month, or 16 percent of the U.S. 
population, in 1990. 


“Over the last few years, the total costs of 
food assistance programs have climbed 
while those of farm commodity programs 
have declined somewhat,” note economists 
J. William Levedahl and Masao Matsumoto 
of USDA's Economic Research Service. In 
fiscal year 1988, the Federal government 
spent over $21.2 billion in nominal dollars 
(not adjusted for inflation) on food and nutri- 
tion programs—nearly twice the amount 
USDA spent in payments to farmers 
through the various commodity price sup- 
port programs. 


In 1980, Federal expenditures on food 
assistance programs totaled 
$14.2 billion in nominal dollars. 


‘Today’s programs have 
retained their original 
goals.’ 





Because USDA payments to producers 
(chiefly in the form of deficiency payments) 
are based on changing market prices, tar- 
get prices, and loan rates, they have fluctu- 
ated widely in the past. From 1960 to 1972, 
total Government payments rose fairly 
steadily from $703 million to $3.9 billion. 
After a few years’ decline, they began trend- 
ing upward again in 1979 and reached 
$9.29 billion by 1983. 


“Today’s food assistance programs also 
have retained their original goals—namely, 





The costs of these programs 
are forecast at $25.3 billion for 
1990 and are projected to reach 





$27.6 billion this year. 


In contrast, Federal payments 





to farmers through commodity 
programs, the Conservation 
Reserve, and other programs 
totaled $1.3 billion in calendar 
year 1980, reached $16.7 billion 
(the all-time high) in 1987, and 
are forecast at $8 to $9 billion 
this year. 


As in the case of domestic food 
assistance programs, the farm 
programs were originally estab- 
lished to help combat the finan- 
cial distress caused by the 
Depression. Their goals 
included raising prices for farm 
products, improving farm 
income, and bringing supplies 
more in line with demand. Cur- 
rent farm policy retains the 
goals of ensuring adequate 
farm income and a stable food 
supply. 


to improve the nutrition of low-income peo- 
ple and other target groups, and to provide 
an outlet for surplus agricultural commodi- 
ties from the farm programs,” observe 
Matsumoto and Levedahl. “But, like all Fed- 
eral programs, they compete for funding 
with such other social priorities as housing, 
medical care, and job training. In addition, 
some of the programs are constrained by 
budget difficulties.” 


The economists have identified various fac- 
tors that have contributed to gains in nomi- 
nal-dollar expenditures for domestic food 
assistance over the past decade. “Attempts 
to increase food consumption among low- 
income people have broadened the scope 
of existing programs, and created new ones 
as well,” they explain. “For instance, the 
Temporary Emergency Food Assistance 
Program (TEFAP) was established in 
1982.” 


In addition, the 1981-82 reces- 
sion caused significant unem- 
ployment, which in turn 
increased the number of partici- 
pants in food assistance pro- 
grams. Moreover, benefits 
associated with most food assis- 
tance programs have been 
raised each year to compensate 
for inflation. 


Funding for the Women, Infants, 
and Children Program (WIC), 
designed to improve the nutrition 
of low-income, at-risk members 
of these groups, rose rapidly as 
the program more than doubled 
in size: between 1980 and 1990, 
participation climbed from 1.91 
to 4.52 million persons, and 
costs went from $727.7 million to 
$1.91 billion. 


Food stamp participation rose 
from less than half of all eligible 
households in the mid-1970’s to 
roughly two-thirds by 1985. “The 
subsequent economic recovery 
led to higher employment and 
declines in program participa- 
tion,” Levedah! and Matsumoto 
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Programs Date Back to Great Depression 


Today's Food Stamp Program had its 
genesis in the food assistance pro- 
grams of the Great Depression—a 
time when farmers were burdened 
with food they could not sell, while 
thousands of people waited in 
breadlines for something to eat. 


By the late 1930’s, USDA had created 
a program known as the Food Stamp 


report. “But in 1989, food stamp participa- 
tion began rising again.” 


USDA operates five child nutrition pro- 
grams: the National School Lunch Pro- 
gram, the School Breakfast Program, the 
Child and Adult Care Food Program, the 
Special Milk Program, and the Summer 
Food Service Program. “Although the Gov- 
ernment spent $5.2 billion (including the 
value of donated commodities) on these 
programs in fiscal 1989, the costs of these 
programs have not climbed as quickly as 
those of other food assistance programs,” 
the economists state. In fact, their share of 
the total expenditures for all domestic food 
assistance programs fell from 28 percent in 


FARMLINE/May 1991 


Plan. Under it, families exchanged 
money for stamps of equal value to 
purchase any food items they wished. 
They also received additional stamps 
to buy designated surplus foods at 
retail stores. 


The program was discontinued in 
1943, as World War II reduced food 
surpluses and unemployment—but at 
its peak this forerunner of our Food 
Stamp Program served over 3 million 
people a month. 


In 1961, President John F. Kennedy 
directed USDA to implement a Pilot 
Food Stamp Program. The Food 
Stamp Act of 1964 established the cur- 
rent program, and authorized all 50 
States to take part. 


In 1969, Congress increased food 
stamp appropriations, seeing the pro- 
gram as an integral component of the 
national effort to alleviate hunger and 
malnutrition. By 1970, all but 39 coun- 
ties in the entire country provided 
either food stamps or direct food assis- 
tance to their residents. 


fiscal 1980 to 24 percent in fiscal 1988, a 
decline they attribute to slower growth in the 
National School Lunch Program and declin- 
ing school enrollment. 


Also, in 1981 the reimbursement rates for 
the school lunch and breakfast programs 
were lowered, so spending on child nutrition 
programs fell between 1981 and 1982, 
while expenditures for other food assis- 
tance programs were still rising. Indeed, 
these cuts caused many schools to drop out 
of the school lunch program: the number of 
participating schools dropped from 94,100 
in 1980 to 89,200 by 1984. But in the last 2 
years, National School Lunch Program par- 
ticipation has again been on the rise. 


In 1971, Congress established uniform 
national standards for eligibility, and 
required all States to institute outreach 
programs (a requirement that has 
since been dropped). 


By 1974, Congress required all States 
to offer food stamps to eligible house- 
holds, and the program has grown rap- 
idly since that time. 


In 1977, Congress eliminated the 
requirement that recipients purchase a 
portion of their food stamps. 


In 1981-82, Congress instituted con- 
straints to maintain budgetary control 
of the program. (Most of these con- 
straints were later repealed.) Also in 
1982, an independent National Food 
Assistance Program was established 
for Puerto Rico in lieu of food stamps. 


Subsequent legislation in 1983, 1985, 
1988, and 1990 has further expanded 
eligibility, increased benefits, and sim- 
plified the application process. It has 
also tightened oversight of the pro- 
gram and strengthened provisions to 
curb fraud and waste. 


The passage of the Hunger Prevention Act 
of 1988 incorporated special provisions into 
the WIC program to help the homeless, and 
required States to expand their outreach 
programs. WIC’s share of all Federal food 
assistance program outlays totaled 8.8 per- 
cent in fiscal 1989. 


The Commodity Supplemental Food Pro- 
gram (CSFP) initially targeted a population 
resembling that of the WIC program. And 
although more than a third of this program's 
participants are now low-income senior cit- 
izens, women and children remain its prior- 
ity. 


The three major commodity distribution pro- 
grams during the 1980's were TEFAP, the 








Food Stamps Have Led the Increase in Food Program Costs 
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Nutrition Program for the Elderly (NPE), and 
the Commodity Distribution to Charitable 
Institutions Program. “Commodity distribu- 
tion programs historically have been asso- 
ciated with surplus commodities obtained 
through the farm price support programs,” 
Levedah! and Matsumoto explain. “Never- 
theless, their focus can be altered from 
commodity disposal to nutrition assistance 
with varying levels of Government stocks.” 


Commodity distribution programs were ini- 
tially employed to donate surplus stocks to 
domestic or foreign food assistance pro- 
grams. Although this course reduces the 
higher Government storage costs associ- 
ated with large stock inventories, it can also 
disrupt traditional marketing channels and 
cut into commercial sales. 


“For example,” note Levedahl and 
Matsumoto, “the large quantities of surplus 
butter and cheese that TEFAP began dis- 
tributing in 1982 were later found to have 
displaced some commercial product sales.” 
USDA estimates that 35 pounds of com- 
mercial cheese were displaced for every 
100 pounds of TEFAP cheese donated. 
And while TEFAP butter donations dis- 
placed few if any commercial butter sales, 
they did displace margarine sales pound for 
pound. 


“Large distribution programs and reduced 
Government purchases of many commodi- 
ties have depleted some inventories, creat- 
ing competition among the food assistance 
programs for available supplies, and also 


pointing up the difficulty inherent in basing 
a food assistance policy on surplus Govern- 
ment commodities,” the economists 
observe. “In some instances, this has 
prompted legislative changes designating 
which programs are to be given priority.” 


The Hunger Prevention Act specifies that 
TEFAP commodities must be purchased on 
the open market. “This purchasing shift indi- 
cates how the focus of TEFAP is changing 
from a surplus disposal to a nutrition assis- 
tance program,” Matsumoto and Levedahl 
state. “It also mirrors changes that occurred 
decades ago in the National School Lunch 
Program—for when that program was 
established in the 1930's, it too was used 
primarily to dispose of surplus commodi- 
ties.” 


But within 10 years, the program began 
giving schools cash grants and authorizing 
funds for food purchases without regard to 
surplus stocks. By fiscal 1989, food from 
price support and surplus removal pro- 
grams accounted for only 19 percent of the 
total tab for the National School Lunch Pro- 
gram. 


The NPE and the Commodity Distribution to 
Charitable Institutions Programs are 
smaller than TEFAP. Under the NPE, 
USDA provides food and funds to the U.S. 
Department of Health and Human Services, 
which in turn carries out the responsibility 
for providing communal and home-deliv- 
ered meals to senior citizens. In fiscal 1989, 
USDA supplied $150 million in cash and 
commodities to provide meals for nearly 1 
million seniors. 


USDA uses the Commodity Distribution to 
Charitable Institutions Program to provide 
surplus commodities to eligible charitable 
institutions not covered by other programs. 
In fiscal 1989, USDA donated $136.3 mil- 
lion worth of commodities to orphanages, 
summer camps, and nursing homes 
through this program. 


The Challenges of the 1990’s 

Levedahl! and Matsumoto identify the need 
to hold down food program costs in the face 
of budget constraints while continuing to 
provide nutritional assistance to needy per- 
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sons as the fundamental challenge facing 
food assistance policymakers in the 1990's. 


In-kind programs (which rely on either com- 
modities or stamps, coupons, vouchers, 
and electronic debit cards) enable adminis- 
trators to target specific program benefits to 
needy persons. But such programs have a 
drawback—they cost more to administer 
than direct cash payments to participants. 


Certain farm program provisions of the 
Food, Agriculture, Conservation, and Trade 
Act of 1990 (known as the 1990 farm bill) 
are aimed at reducing the budget deficit. 
For example, the new bill eliminates defi- 
ciency payments on 15 percent of program 
producers’ crop acreage bases, and pares 
the total Government payments an individ- 
ual participating in the crop programs may 
receive from $500,000 to $250,000 per 
year. 


The economists observe that the new farm 
legislation will also have major effects on 
some food assistance programs (although 
it does not cover child nutrition programs or 
WIC). The CSFP, for example, has been 
reauthorized. 
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Under the provisions of the farm bill, TEFAP 
has also been reauthorized and converted 


to a permanent program, called The Emer- 
gency Food Assistance Program. Its 
authorization levels have been increased 
from $120 million per year under the Hun- 
ger Prevention Act to $220 million. 


The 1990 farm bill reauthorized the Food 
Stamp Program along simpler lines, and 
permits the homeless to use stamps to 
purchase meals at authorized restaurants 
and soup kitchens. It strengthens the pen- 
alties for fraud and misuse of the coupons. 


The new law also encourages the elec- 
tronic transfer of benefits. If adopted, this 
measure would eliminate the costs of print- 
ing the coupons and transporting them in 
armored cars, while smoothing program 
administration by allowing USDA to trans- 
fer benefits directly to recipients’ 
accounts. L_] 


[Based primarily on information provided 
by J. William Levedahl and Masao 
Matsumoto, Commodity Economics Divi- 
sion, and by Robert McElroy and Linda 
Farmer, Agriculture and Rural Economy 


Division, Economic Research Service.] 





Farm Program Costs Went Up, Then Down, in the 1980’s 
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Soviets Trim Farm Imports 
in an Unstable Economy 


The Soviet Union is struggling to make the difficult transition to a less-centralized economic 
system. In this article, economist Kathryn Zeimetz of USDA's Economic Research Service 
takes a look at how U.S. agricultural exports may be affected by the changes in the Soviet 


system. 


Us agricultural exports to the Soviet 
Union are likely to decrease in value 
by more than a third in fiscal 1991 from the 
previous year. The value of grain exports 
may be down 40 percent, despite $1 billion 
in export credits authorized in December for 
the Soviets. 


In fiscal 1990, the Soviet Union remained 
one of the top buyers of U.S. farm products, 
although purchases were about 9 percent 
below the previous year’s record level of 
$3.3 billion. New sales of poultry and butter 
helped to offset a decline in volume of grain 
exports and lower grain and oilseed prices. 


A big Soviet grain crop in 1990 is helping 
the Soviets cut their volume of grain 
imports. The decrease may be more than 
20 percent, mostly in coarse grains. The 
increased grain production of more than 20 
million tons (clean weight) provides for 
more on-farm use and has raised govern- 
ment domestic procurements more than 10 
percent. World wheat prices 25 percent 
below the fiscal 1990 level will help the 
Soviets cut their wheat import bill. 


Despite the gains in grain production, the 
Soviet food economy remains in a highly 
unstable condition. The government has 
been unable to establish conditions for a 
market system to replace central adminis- 
trative control. Amarket system would allow 
markets to determine prices and would 
mean an end to monopolies in the trade, 
processing, and input sectors. 


Recent changes in Soviet retail and pro- 
ducer prices will be important factors affect- 
ing 1991 agricultural imports. Retail price 
increases of 100-200 percent on most 
foods will cut excess demand for food and 
decrease current consumption. Producer 
prices are being standardized and raised, 
which has potential to increase farm effi- 
ciency and production. However, the posi- 
tive effects of the producer price changes 
will be lessened by higher farm input prices, 


disinterest in monetary assets, and govern- 
ment steps to prop up marginal agricultural 
areas and inefficient producers. 


Without a market system and with the 
breakdown in central distribution, moving 
commodities from areas of surplus to areas 
of deficit has become more difficult. Some 
local areas, and even entire republics, have 
prohibited food sales to nonresidents, 
rationed sales to residents, and refused to 
allow food exports. Nonagricultural areas, 
in turn, have threatened to withhold ship- 
ments of raw materials and manufactured 
goods until they receive more food sup- 
plies. The national government and some 
republics may want to increase imports of 
animal products, vegetables, fruits, and 


SS 


Grain Has Been the Major Item in U.S. Farm Exports to the 


Soviet Union in Recent Years 
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other foods for major cities and for remote 
nonfarming areas. East European exports 
of these commodities to the Soviet Union 
may increase from the low level of 1989 as 
the region tries to pay for Soviet energy 
products. 


Last September, the most radical reform 
program up to that time was discussed in 
the Soviet national legislature. But in Octo- 
ber, a less detailed, more conservative 
plan was adopted. The compromise main- 
tains national control of the major hard cur- 
rency exports, including energy and gold. 
The national government remains in control 
of the bulk of hard currency earnings. Such 
control is limiting the ability of individual 
republics to finance agricultural imports. 


One clause in the October 1990 reform 
program shows the government's desire 
for long-term loans at preferential rates 
from capitalist countries. Some Western 


and Soviet analysts argue that such aid 
could delay economic reform. The aid 
could provide a crutch for the present sys- 
tem, they say, and lessen the need for 
thorough restructuring. Others argue that 
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aid could buy the government time to com- 
plete reform. 


The Soviet Union now has money for 
importing food, if that is a priority. Hard 
currency agricultural imports average 
about 20 percent of all hard currency 
imports, and overall agricultural imports 
average a smaller share of total imports. In 
1990, Soviet hard currency agricultural 
imports likely fell, with the volume of grain 


imports down about 15 percent. Yet, in 
1990, imports from the developed West for 
other goods increased $2 billion, and 
exports to the developed West rose over 
$3.5 billion. Furthermore, food is an even 
bigger bargain for the Soviets as world 
agricultural prices have fallen and world 
energy prices have increased. 


The October 1990 reform plan contains 
both the weaknesses and strengths of a 
compromise. It proclaims the commitment 
to a market-based economy but delays, or 
in some cases avoids altogether, the mea- 
sures needed for change. The compromise 
is an inadequate blueprint for solving the 
Soviet food problem and, in fact, could 
make the situation worse. The chance of 
repayment of long-term loans depends on 
whether subsequent proposals will form a 
basis for development of a coherent eco- 
nomic system. 0) 





U.S. Farmers Grow 
Ginseng for Asians 


FE: thousands of years, ginseng, a root 
crop closely related to the carrot, has 
been touted as a treatment for everything 
from childbirth pains to diabetes. 


Even though it’s a difficult crop to grow, 
sales of ginseng earned close to $70 million 
in 1990 for farmers in Marathon County, 
Wisconsin, which supplies 95 percent of the 
U.S. exports of the crop to Southeast Asian 
countries, Hong Kong, and, indirectly, 
China, according to Cathy Greene, an 
economist with USDA’s Economic 
Research Service. In fact, the United States 
is the third largest ginseng exporter, follow- 
ing China (which imports and exports) and 
South Korea. 


Cultivated ginseng sells for close to $50 a 
pound, but wild ginseng, which Asians pre- 
fer, commands between $200 and $250 a 
pound, according to Herb Market Report. 


Asians in particular buy ginseng because 
they believe it enhances longevity. Older 
people are respected more in oriental cul- 
tures than here, according to Larry Kline, 
Coordinator of the Convention of Interna- 
tional Trade and Endangered Species for 
the U.S. Fish and Wildlife Service. For cen- 
turies Asians have sliced the root for mak- 
ing tea, liquor and soup, and powdered it 
into capsules. Kline remembers that a few 
years ago his predecessor saw a well- 
formed ginseng root selling for $20,000 in a 
Hong Kong apothecary shop. 


James A. Duke, a medicinal plant expert at 
USDA and an “agnostic” about ginseng’s 
powers, says it is “our largest crude drug 
export.” He notes that besides promoting 
longevity, ginseng is used in folk medicine 
to treat more than 70 conditions, including 
cancer, impotence, dysentery, and hang- 
overs. Scientific studies have been incon- 
clusive, however, according to Rodale’s 
Encyclopedia of Herbs and the ones that 
did document positive effects disagreed on 
form and dosage. 


The medicinal qualities of the plant are sug- 
gested by the scientific name panax, the 
Greek word for panacea. The American 
ginseng, Panax quinquefolius, and its ori- 
ental cousin, Panax ginseng C. A. Mey, are 


Wisconsin has ideal soil 
and weather for ginseng. 
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both perennials with fleshy, gnarled roots. 
The Japanese word Ninjin refers to both 
ginseng and carrots. 


American ginseng is cultivated and/or gath- 
ered from the wild in the United States, 
Germany, Canada, Nigeria, Thailand, 
Israel, and New Zealand. Oriental ginseng 
is native to Manchuria and is extensively 
cultivated there as well as elsewhere in 
China, Japan, South Korea, and the Soviet 
Union. The orientals consider old, well- 
formed wild roots to be of highest quality, 
and rootlets of cultivated plants inferior. 


Growers say Wisconsin's soil and weather 
are ideal for ginseng. Most of Wisconsin's 
specialty herb acreage is devoted to gin- 
seng, says Greene. During 1982-87 the 
harvested herb acreage in Wisconsin 
jumped 175 percent to 1,135 acres. Greene 
notes that Wisconsin is the United States’ 
second largest producer of herbs, after Cal- 
ifornia. 


She also says that many growers do not 
realize they should report ginseng as an 
herb to the Census Bureau. The plant could 
actually take up as many as 5,000 acres, as 
cited by the Ginseng Board of Wisconsin, 
Inc., a quasi-governmental agency repre- 
senting growers. 


Compared with the herb leader ginseng, 
other leaders in sales among the State’s 
specialty crops are potatoes, totaling $154 
million, greenhouse and nursery products 
(such as cut flowers and potted plants), 
$85.2 million, and cranberries, $62.3 mil- 
lion. 


Wild ginseng once thrived along most of the 
United States’ eastern seaboard from 
Maine to Alabama and as far west and north 
as Michigan and Canada. It still grows wild 
in parts of the United States, especially in 
the Appalachian Mountains. However, it 
was overharvested and in the mid-1970's 
was added to the category of endangered 
species that must be monitored. Currently, 
18 States issue licenses to export it. The 
national forests require permits to forage for 
ginseng. 


In Wisconsin and the several other States 
where ginseng is cultivated, exports do not 
require a permit, but must be certified to 
show that plants originated from an artifi- 
cially propagated root. 


Ginseng is a high-priced crop, but requires 
an enormous investment in time, effort, and 
money. “You've got to invest $200,000 
before you can turn a dollar,” says Leo 
Martin, agricultural agent with the University 
of Wisconsin Extension Service. Beginning 
growers may plant one-tenth of an acre as 
a Start, then gradually increase to an acre. 
The seeds can cost as much as $7,000 an 
acre. 


“There is very little research on ginseng 
culture,” according to Martin. “Only God and 
the growers know what they’re doing and 
neither is talking.” 


Unlike most other seeds, ginseng seeds 
require double vernalization, or must pass 
through two cold seasons before germinat- 
ing. In other words, germination requires 18 
months. The seeds must be maintained in 
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a moist sand culture for a year ending in late 
summer, when they should be dug up and 
planted in a seed bed. The plant should 
emerge the following spring. 


Ginseng seeds should be planted in a 
shady, moist location with good drainage. 
Plants require 70 to 80 percent shade. A 
wooded slope is ideal, although some 
growers cover the plants with lath, polypro- 
pylene tarps, or other materials, which can 
cost another $10,000, Martin says. 


The plants need soil of 5.0 to 6.5 pH. In the 
beds, they should be spaced 6 inches 
between rows and 4 inches within rows. 
Germination rates are commonly 50 to 70 
percent and actual seeding rates are gen- 
erally 50 to 60 Ibs. of seed per acre. In the 
winter the plants need to be mulched. Good 
drainage is critical. 





At least 10 fungi can attack ginseng roots. 
Few reliable pesticides have full approval 
for ginseng, and pests can wipe out a 4- 
year crop in 2 weeks. Hand-weeding is 








PULLIN’ SANG 





The most valuable ginseng is 
that which grows in the wild. 
Throughout the southern highlands, hardy individuals—men and women, young and old—earn extra 
money by collecting roots from the wild. “Pullin’ ‘sang” is what they call the work. 


It isn’t as easy as stumbling over a fallen log. The hunters must know the plant and its habitat. They must 
be fit. "To harvest one pound,” explained Georgia ginseng trader Hoyt Bonds, “a man must walk not less 
than 20 miles over a two-day period, and in the process, kill 3 rattlesnakes and 10 copperheads.” Another 
‘sang hunter, Allen Brown, reported being charged by a bear on an outing. “! almost got run over,” he 
said. 


And if the natural obstacles aren’‘t enough, the hunters and traders must also parry government 
regulations. They are required to plant, on the spot, the seeds of each plant they dig up, since the plant 
is an endangered species. 


For their trouble, the ‘sang hunters can earn $200 per pound of root collected, which Brown says translates 
into less than $300 for a full weekend's work. The root is sold to regional traders, who in turn sell it to exporters. 
More than 90 percent is funnelied into Hong Kong. 


— Encyclopedia of Herbs 
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needed, and plants need to be protected 
from rodents. Theft is also a serious prob- 
lem, and burglar alarms for ginseng 
patches are sold in Wisconsin. 


Martin explains that ginseng is a perennial 
and cultivated ginseng usually is harvested 
by the fourth year. The first spring the 
seeds produce one three-part compound 
leaf (five leaflets radiating from a single 
stem), the only above-ground sign of 
growth the first year. The underground part 
of the plant grows into a thickened root 
about 1 inch long by |/16-1/4 inch wide. At 
the top of the root a small “neck” develops 
with a regeneration bud at the apex. 
Toward the end of the summer the leaf 
separates from the underground root and 
new leaves emerge from the regeneration 
bud in the spring. 


In the second spring, two leaves, each with 
five leaflets, usually appear. A 3-year-old 
shoot consists of three leaves, each with 
five leaflets, and a 4-year-old shoot forms 
four five-part leaves. The annual increase 
in leaves may vary from plant to plant, but 
after the fourth or fifth year four leaves are 
usually produced. Mature plants stand 1-2 
feet tall with stems 1/4 inch in diameter. 
They produce seeds in the flower cluster 
after the third or fourth year. 


The seeds are contained in green, pea- 
sized berries, which turn scarlet in late sum- 
mer. In about 4 years the root is ready to be 
harvested and dried (which can take 3 


Ginseng hunters make a find. 


weeks or more at 90 degrees F.). Careful 
harvesting is needed. Value comes from 
shape and can be diminished by breaking 
an “arm.” Some growers wait 8 years before 
harvesting, when the roots are larger and 
will command higher prices. 


About 1,500 to 2,000 pounds of dry roots 
(150 to 250 roots per Ib.) are produced per 
acre. They are packed in drums and taken 
to a dealer with connections in Hong Kong. 


CLEAR THINKING CIRCA 1908 


It has been asked why the Chinese do not grow their own ginseng. 
Ginseng requires practically a virgin soil, and as China proper has 
been the home of teeming millions for thousands of years, one 
readily sees that necessary conditions for the plant hardly exist in 


that old and crowded country. 


— A. R. Harding, Ginseng and Other Medicinal Plants, 1908 


At harvest time in Wisconsin, dealers fly in 
from Malaysia and Singapore and other 
countries. The ginseng is sent to Hong 
Kong and then is sold as well as smuggled 
into China, according to Margaret A. Fay, 
marketing specialist for the State of Wis- 
consin. 


The United States has steadily increased its 
exports of ginseng to Hong Kong since 
1985, Greene says, but our market share 
has steadily declined. While the overall 
market for the commodity has been 
expanding, other countries have been fill- 
ing import orders faster than we have. Over 
the last 4 years, for example, the Chinese 
have steadily increased their exports to 
Hong Kong, and Canada and Korea have 
stepped up exports as well. C 


[Based primarily on information provided by 
economist Cathy Greene of the Commodity 
Economics Division, Economic Research 
Service.] 
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Three-Fourths of Farmers 
Have Nonfarm Income 


Mee of farm families living near 
large cities are more likely to work 
off the farm than members of farm families 
living in more remote areas. 


Felicia LeClere, a sociologist with USDA’s 
Economic Research Service, notes that 
about 75 percent of farm operators had 
off-farm income in 1988. 


“Over the last 20 years, the prevalence of 
part-time farming increased substantially,” 
she says. Jobs accounted for 65 percent of 
the off-farm income and the rest came from 
investments, welfare payments, Social 
Security payments, and other sources. 


Some farm operators work part-time off the 
farm because their farm operations are 
marginal, LeClere notes. The broader the 
range of opportunities in the job market, the 
more likely that nearby farms will be oper- 
ated part-time. Jobs near cities usually offer 
a wider range of opportunities than is pos- 
sible in nonmetropolitan (nonmetro) areas. 
(Nonmetro areas are defined as one or 
more counties lying outside the boundaries 
of a city and its suburbs.) 


In 1989, about 27 percent of the farm resi- 
dent population, or 1.3 million people, lived 
in metropolitan areas, LeClere says. 


‘Part-time farming has 
increased substantially.’ 





Metro farm families had total annual 
incomes averaging $44,204 in 1989, 
according to Census Bureau data. This was 
more than 35 percent higher than the 
$32,563 average for nonmetro farm fami- 
lies. But nonmetro farm families averaged 
about $1,700 more annually in farm income 
than metro farm families. 


There are both advantages and disadvan- 
tages to farms being located near cities, 
LeClere says. Advantages could include 
more opportunities for direct marketing, 
lower costs of transportation to markets 
because they are nearer, and greater pos- 
sibilities of being able to produce high-value 
crops, such as fruits and vegetables, 
because markets are nearer. 


Expansion of cities has resulted in some 
conflicts over land use, concern over the 
loss of farmland, and an increased interest 
in farmland preservation, LeClere says. 
Farmers in metro areas may have to adapt 


to input and product markets being opened 
or closed because of the expansion of cities 
and suburbs. 


— Carol Lee Morgan 





AGRICULTURAL ROUNDUP 


Oil Prices Crucial For Farm Sector 


Energy supplies and price 
expectations for the U.S. farm 
sector mirror the prevailing 
conditions of the world’s 
crude oil market. 


During the first half of 1990, 
the world crude oil price plum- 
meted 35 percent—from $21 
to $13 per barrel. But agricul- 
tural economist Noel Uri of 
USDA's Economic Research 
Service explains that the Iraqi 
invasion of Kuwait last August 
had two immediate effects: 
spot market prices for crude 
oil soared from their previous 
lows to between $35 and $40 
per barrel, and the loss of 
Iraqi and Kuwaiti oil produc- 
tion cut world supplies by 4.3 
million barrels a day. For all of 
1990, average nominal gaso- 
line prices surged 11 percent, 
and diesel prices 25 percent, 
from the year before. 


However, stepped-up produc- 
tion in other nations compen- 
sated for the initial supply 
loss, and spot market prices 


declined. “The war in the Per- 


sian Gulf made it very difficult 
to provide a reasonable esti- 
mate of 1991 crude oil 
prices,” Uri observes. “But 
now that it has ended, most 


analysts think prices will aver- 


age about $20 per barrel this 
year—up somewhat from 
1989.” 


U.S. crude oil output is pro- 
jected to drop 60,000 barrels 
a day from 1990 levels, or 
0.63 percent, compared with 
last year’s average decline of 
390,000 barrels a day from 
1989 (3.94 percent). 


Uri anticipates the United 
States will import 6.62 million 
barrels of crude oil a day this 
year—850,000 fewer barrels 
a day than last year. “This 
decline in net crude oil 
imports will result chiefly from 
slightly higher prices world- 
wide, and consequent efforts 
to conserve energy,” he 
explains. (In 1990, U.S. net 


imports were up 270,000 bar- 





In 1990, Higher Petroleum Prices and Greater Planted 
and Harvested Acreage Contributed to a 7-Percent Rise 


in Farm Energy Expenditures 


$ billion 





8 











0 


1990 forecast 


rels a day from the year 
before.) 


If the price of oil does stabi- 
lize at around $20 a barrel, 
prices paid by farmers for vari- 
ous types of energy will be 


about 3 percent higher than 
they would have been had the 
$18-per-barrel price observed 
in 1989 held. 


Uri explains that these slightly 
elevated energy prices could 
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line, diesel fuel, and other 
refined petroleum products. 


have several effects on the 
farm sector, particularly in 
view of the fact that crude oil 
prices heavily influence the 
prices farmers pay for gaso- 


“Assuming a price of $20 per 
barrel, total farm production 
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expenses will inch up about 
0.2 percent, and net farm 
income will slip about 1.5 per- 
cent—due mostly to lower live- 
stock prices and higher 


production expenses,” the 
economist says. “The combi- 
nation of higher costs and 
lower returns could prompt 
more participation in commod- 
ity programs.” 


On the other hand, several 
factors are contributing to con- 
tinuing declines in farm fuel 
use, including the switch from 
gasoline-powered to diesel- 
powered engines, conserva- 
tion tillage practices, irrigation 
innovation, and larger farm 
machines that can reduce fuel 
usage per acre. 


— Priscilla B. Glynn 


[Data and analysis by Noel Uri 
of the Resources and Technol- 
ogy Division, Economic 
Research Service.] 
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Farm Machinery Sales Showed Gains in 1990 


Unit sales of tractors and 
other farm machinery rose in 
1990, continuing a trend that 
began in 1987 when farmers 
started replacing aging equip- 
ment after several years of 
deferring purchases. Sales 
jumped 10 percent for two- 
wheel-drive tractors, 23 per- 
cent for four-wheel-drive 
tractors, and 15 percent for 
combines. Capital expendi- 
tures for farm machinery 
totaled $8.1 billion last year. 


Several factors bolstered 
farmers’ demand for 
machinery, including gains in 
net farm and net cash 
income, higher cash receipts, 
falling interest expenses, and 
a slight increase in agricul- 
tural exports, according to 
economist Marlow Vesterby 


of USDA's Economic 
Research Service. 


“Also, over the last few years, 
the value of farm real estate 
assets has increased substan- 
tially while farm debt has 
declined, enabling farmers to 
borrow enough money to 
invest in farm machinery,” 
Vesterby adds. 


On the other hand, several 
factors have limited demand 
in recent months, including 
the recession, the uncertainty 
surrounding the war in the 
Persian Gulf, and cuts in 
direct Government payments 
to farmers. 


In 1991, sales are expected 
to climb 2 percent for two- 
wheel-drive tractors, 8 per- 
cent for four-wheel-drive 
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The Increasing Value of Their Assets and Reductions in 
Debt Have Bolstered Farmers’ Ability To Finance Machinery 
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tractors, and 11 percent for 
harvesting equipment. 


Vesterby does not expect the 
high numbers of unit tractor 
sales achieved during the 
1970’s to be repeated. “For 
one thing, farmers often find it 


more economical to operate 
one powerful, high-horse- 
power tractor with larger 
equipment than to use sev- 
eral tractors with smaller 
equipment,” he explains. 












































FARMLINE/May 1991 





In addition, many farmers, 
mindful of the lessons they 
learned from getting overex- 
tended in the 1970's, may be 
putting off spending a lot of 
money on machinery until 
they feel better able to afford 
it. 


News on the international 
scene is mixed. “The Depart- 
ment of Commerce estimates 
the value of U.S. farm 
machinery exports at $3.4 bil- 
lion,” Vesterby notes, “and the 
value of imports at around 
$2.7 billion, making 1990 the 
second year in a row that 
exports exceeded imports.” 


John Deere and Case Interna- 
tional remain the two largest 
farm machinery manufactur- 
ers in this country. There are 
still a number of smaller man- 
ufacturers. Some analysts 
expect the trend toward merg- 
ers of companies producing 
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farm machinery to continue in 
this decade. In Western coun- 
tries, the farm machinery 
industry's capacity is nearly 
twice as high as demand, and 
mergers provide one way of 
trimming excess capacity. 


“Last year, for example, the 
Allis-Gleaner Company 
returned Deutz-Allis tractor 
production to U.S. owner- 
ship,” Vesterby observes. 
“Some of these tractors are 
once again being made in 
America.” Another proposed 
merger between Ford New 
Holland and Fiat Agri Prod- 
ucts is being reviewed by Fed- 
eral regulatory agencies. 


— Priscilla B. Glynn 


[Data and analysis by Marlow 
Vesterby of the Resources and 
Technology Division, Economic 
Research Service.] 


Unit Sales of Tractors and Combines Rose in 1990, 
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Average Per Acre Value of Farmiand and Buildings, by State, 1984-91" (See story on the inside front cover.) . 
ercen 
State As of April 1 Fo: As of February 1 


As of Febru Sern __As of January 1_ change 

1984 1985 1986 1987 1988 1989 1990 1991 1990-91 

— Dollars — 

Northeast: 1,391 1,346 1,491 1,586 1,763 1,722 1,699 
Maine 713 774 885 962 1,019 1,019 978 
New Hampshire 1,253 1,439 ; 1,847 2,112 2,237 2,237 2,148 
Vermont 862 947 , 1,114 1,124 1,190 1,190 1,142 
Massachusetts 2,083 2,377 3,012 3,553 3,763 3,763 3,612 
Rhode Island 2,770 2,990 3,389 4,748 5,028 5,028 4,827 
Connecticut 2.723 3,005 3,557 4,171 4,417 4,417 4,240 
New York 848 820 960 993 1,024 974 1,031 
New Jersey 2,959 2,951 3,729 3,969 4,543 4,634 4,912 
Pennsylvania 1,596 1,427 1,540 1,579 1,874 j 1,757 
Delaware 1,840 1,596 - 1,677 2,058 ; 2,248 
Maryland 2.236 2,197 2,009 2,462 2,196 

Lake States: 1,147 952 707 819 906 
Michigan 1,255 1,108 983 1,085 
Wisconsin 1,104 944 777 846 853 
Minnesota 1,131 898 587 745 873 

Corn Belt: 1,449 1,108 900 1,100 1,129 
Ohio 1,500 1,262 
Indiana @ 1,647 1,061 1,244 
Ilinois : 1,433 
lowa 1,091 786 
Missouri 689 604 

Northern Plains: 412 331 439 
North Dakota 373 303 368 
South Dakota 289 238 
Nebraska 485 400 556 
Kansas 488 467 

Appalachia: 1,035 1,004 1,060 
Virginia 1,112 1,154 ! 1,295 
West Virginia 607 633 625 
North Carolina 1,331 
Kentucky 1,034 955 962 
Tennessee 1,024 944 j 988 

Southeast: 1,105 1,068 1,254 
South Carolina 926 898 948 
Georgia 921 886 995 
Florida 1,645 1,599 
Alabama 824 797 791 

Delta States: 1,074 1,012 797 
Mississippi 950 855 713 754 
Arkansas 964 907 778 
Louisiana 1,430 407 954 905 

Southern Plains: 632 675 532 516 482 
Oklahoma 718 597 521 486 
Texas 612 694 481 

Mountain: 327 300 257 260 287 
Montana 276 243 200 209 243 
idaho 808 739 595 659 
Wyoming 199 181 142 153 
Colorado 469 437 368 367 410 
New Mexico 194 185 156 191 230 
Arizona 311 295 299 274 285 
Utah 570 513 451 421 403 
Nevada 262 244 240 234 219 

Pacific: 1,399 1,293 1,084 1,129 1,210 
Washingtor 972 943 756 757 798 
Oregon 719 615 541 535 571 583 
California 1,981 1,841 1,730 1,554 1,575 1,657 1,704 1,787 

48 States: 801 713 640 599 632 661 668 682 
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‘ Nominal dollars. Values for 1989 and 1990 revised following 1991 adoption of a new procedure for estimating farm building values. Details in “Agricultural 
Resources. Agricultural Land Values and Markets Situation and Outlook Report” published in late June 
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FARMLINE TRENDS 


Monthy Price Monitor 


USDA's March 1991 inflation-adjusted 
index of farm prices increased 2.1% from 
February and was 1.3% below its year-ear- 
lier level. Corn rose to $2.45 per bushel, the 
highest in 6 months, while soybeans gained 
8¢ to $5.76. Wheat, at $2.92 per bushel, 
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was the highest since last July. Cotton held 
fairly steady at 77.9¢ per pound. Iceberg 
lettuce increased by $1.62 to $5.05 per 
carton. California oranges, at $17.06 per 
carton, were far above the year-earlier price 
of $5.67. In the meat animals area, 


Wheat? 
$ per bushel 


Nebraska direct choice steers gained $1.66 
per cwt to $81.19. Barrows and gilts lost 
54¢ to $52.37 per cwt. Broilers decreased 
to 51.3¢ per pound. 





4.501 


4.00 


3.00 F e 7 








| ae | i 1 1 i 1 





Franny, 
4, 


%, 
Tonner et eC e049, 
0 
7 


ott asseslyy 
il 
4 


"9 
‘tap 














JFMAWMJJIASON 


Iceberg Lettuce® 
$ per carton 
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Keep Up-To-Date on Farm Sector Developments! 


Subscribe to Farmline for concise, fact-filled articles, tables, and charts focusing on economic 
conditions facing farmers, how the agricultural environment is changing, and the causes and 
consequences of these changes for farm and rural people. Subscription includes 11 issues. 
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